——— A2l K

W e S o

. _ Estimated average burden
(b it - I . hours per response....... 12.00
i
3

ANNLIAZ ‘""..u- VL r(t:PURT

SEC F[L_E NUMBER
| | 8-45692

PART m

FACING PAGE
Inl'ormatwn Required of Brokers and Dealers Pursuant to Sectlon 17 of the
Securities Exchange Act of 1934 and Rule l7a—5 Thereunder

REPORT FOR THE PERIOD BEGINNING 01/01/2006 : AND ENDING 12/31/2006
' . MMDDIYY o : _ MM/DD/YY

A. REGISTRANT IDENTIFICATION :

NAME OF BROKER DEALER: | OFFICIAL USE ONLY

Nafinsa. Securities Inc. l
ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.0. Box No.) : FIRM ID. NO.
330 Madison A\;enue, Suité 665 1
(Mo. and Street) i
New York | -  NY | 10017

{City) Lo (State} 7 _ | (Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD .TO‘ THIS REPORT

(Area Code — Telephone No.)

r

John H. Gross L L | (646) 495-5173
- N . '
i
i
|

B. ACCOUNTANT IDENTIFICATION| ) .

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report* :

BDO Seidman, LLP !
{Name — if individual, state last, first, middle name) i :
330 Madison Avenue ' New York New,York . 10017-5001

{Address) ' (City)

CHECK ONE:
- (X Certified Public Accountant
[ Public Accountant’
[ Accountant not in residence in United States or any of its possessions.

FOR OFFICIAL USE ONLY R NLEYE y

N

{Zip Code)

*Claims for exemption from the requirement that the annual report be covered by the opzmcl)n of an independent public accountant
mus! be supported by a statement of facts and circumstances relied on as the bas:s or the exemption. See section 240.1 7a-5 (e)(2).
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OATH OR AFFIRMATION - ’
- . l -

,_- JohnH.Gross ~ __, swear (or affirm) th%it to the best of my knowledge  and belief the

accompanying financial statement and supporting schedules pertaining to the firm of Nafinsa Securities, Inc.’

,as of December 31, 2006, are true and correct.-! further swear (or afﬁrm) that neither the company nor

any partner, proprietor, prmcnpal officer or director has any propnetary iriterest inany account classified
solely as that of-a customer, except as-follows: -
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Siate UF NEWYC Y. |
 COUNTY OF NV foaa(f

. 8 ORIBED AND SWORN TO
BEFCPZ ME THIS |

AQ.SI?DW ')F.%w_,uﬁ_@x.aoo"i o ~ Signature

| [/ C/(? o
/7{00‘”0(-”7 / W  LOURDES §. cnelsp.o ‘T“"’—

NOTARY PUBLIC, State of
)Péary Publlc . . No. OICR60319§§“ Yok
. cL g . Qualfled in New York Couf
L - - Commission Expites Feb, 28, %_LO

This report** contams (check alI appllcable boxes)

X @ Facmg Page ' . :

B () Staternent of Fma.nc;la.l Condmon -

(1 @© Statement of Income (Loss) o

[] (d) Statement of Cash Flows:

[7 (e) Statement of Changes in Financial Condition.
[] (f Statement of Changes in Stockholders’ Equity or Partners’ or Sole Propnetor Is Capital.
[ ] (g) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

[J (b) Computation of Net Capital. A :

[J (). Computation for Determination of Reserve Reqmrements Pursuant to Rule 15c3 3.

. [ () Information Relating to the Possession or Control Requirements Under Rule 1503 3.

[J (&) A Reconciliation, lncludmg Appropriate Explanation, of the Computation of Net Capital Under Rule 15¢3-1 arld
the Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(O () A Reconciliation Between the Audlted and Unaudited Statements of FmanclaI!Condltlon With Respect to Melhods
of Consolidation, 1 .

X (m) An Qath or Affirmation. . ' T
[] (n) A copy of the SIPC Supplemental Report.

D (0} A report describing any matenal madequames found to exist or found to have existed smce the date of the prewous
audit.

X (p) Independent Auditors’ Report on internal accounting control required by SEC LRule 17a-5.

|
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**For condztzons of conf denttal treatment of certain portions of this f ling,'see secnon 240 i 7a-5 (e (3)
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January 22, 2007

" BDO Seidman, LLP 330 Madison Avenue
Accountants and Consultants New York, New York 10017
e C Telephone: (212) 885-8000

Fax: (212) 697-1299

lndepend'e'nt' Auditors’ Repoﬁ

To the Stockholder of
Nafinsa Securities, Inc.
New York, New York - :
We have audited the accompanying statement of *financial 'IConditi(jn of Nafinsa
Securities, Inc. (the “Company”) as of December 31, 2006. This financial statement is
.the responsibility. of the Company’s management., Our resp0n51b111ty is to express an

" opinion on this financial statement based on our audit. o

We conducted our audit in accordance with auditing standards generally accepted m the
United States of America. Those standards require that we plan allld perform the audit to.
‘obtain reasonable assurance about whether the statement of financial condition is free of

material nnsstatement An audlt includes consideration of mternal control over ﬁnanmal. -

reporting as a basm for desngnmg audit procedures that are appropriate in’ the
circumstances; but fiot for the purpose of expressing an opmion on the effectiveness of
the Company’s internal control over financial reportmg Accordmgly, ‘we express no

‘such opinion. Anaudit also includes examining, on a test basis, evidence supporting the.

amounts and- disclosures in the statement of financial condmon assessing the
‘accounting pI’]IlClplBS used and significant ‘estimates made by rnanagement as well as
evaluating the ovérall statement of financial condition presentatlon We beheve that our
audit provides a reasonable basis for our opinion. : : '
In our opinion, the statement of financial condition referred to alinove presents fairly, in
all material respects, the financial position of Nafinsa Securmes Inc. as of
December 31, 2006, in conformity with accounting prmmples generally accepted in the
United States of America. :

:'rgm Sw "




Nafinsa Secm'iti

T
Statement of Financial C

December 31, 2006

Assets b .
Cash | | $ 90,525
Security owned, at market value (Note 5) y 849,261
Deposit with clearing broker (Note 1) . 299,216
Receivable from clearmg broker (Note 1) ‘ 26,411
Other assets. . ’ | 18,175

' ' !

$1,283,588

" Liabilities and Stockholder’s Equity
* Liabilities:
Accrued expenses
Commitments (Notes 1 and 2) ‘
Stockholder’s equity (Note 2) - 1,261,701
S N ;o - © $1,283,588:
) See‘dgcompanyin g sunihzciry of business and significant accounting
policies and notes lo statement of financial condition.

: : |
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Nafinsa Securiti

Summary of Business and Significant Accounting

B

Organization ' Nafinsa Securities, Inc. (“Company”) is a wholly-owned direct

' subsidiary of Nafinsa Holdings Corp. (the “Parent”) and an
indirect subsidiary of Nacional Fmanc1era SNC (“NAFIN”).
‘NAFIN is a’Mexican development bankmg institution controlled,
since its establishment in 1934, by the Government of Mexico.
The primary objective of NAFIN is to strengthen and modernize
small and medium-sized companies in Mexico’s private sector in
order to encourage the efficient productlon and distribution of
goods and services through the private and public sectors of the
economy.

The Company is a reglstered broker- dealer under the Securities
Exchange Act of 1934 and 1s a member of the National
Assomauon of Securities Dea]ers Inc The Company acts as an
mtroducmg broker engaging ,prlmarlly 1nd the sale, trading and
distribution of sovereign and private sector secuntles of Mexico
and other Latin American countries. ;

The’'Conmipany does not carry customer’ ac.counts or otherwise hold
funds or securities for customers and is, accordlngly, exempt from
the reserve requirements of SEC Rule 15¢3:3.

Income Taxes ' The Company accounts for income taxes in accordance with
Statement of Financial Accounting Standards (“SFAS™) No. 109,
“Accounting for Income Taxes”. Deferred tax assets and liabilities
are determined based on differences between financial reporting
and tax bases of assets and liabilities, and 'are measured using the
enacted laws and tax rates that will be in effect when the
differences are expected to reverse. The mledburemem of deferred
tax assets is reduced, if necessary, by a valuation allowance for
any tax-benefits that are not expected to be realized. The effect on
deferred tax assets and liabilities of a change in tax rates is
recognized in the period that such tax rate cfhanges are enacted.

i




Nafinsa Se.curitié

Summary of Business and Significant Accountiny

Use of Estimates . In preparing a statement of fmancial c,ondmon in conformity with
generally accepted accounting principles, managernent is required
to make estimates and assumptions - that affect the reported
amounts of assets and labilities and dlsclosure of contingent
assets and liabilities at the date of the [statement of financial
condition. Actual results could differ from those estimates.

"~ New Pronouncements In September 2006, the Financial Accounting Standards Board
' - (“FASB”) issued Statement of Financial’ Accounting Standards
(“SFAS™) No. 157, “Fair Value Measurements”. This standard
clarifies the definition of fair value- for financial reporting,
establishes a framework for measuring falr value and requires
additional disclosures about the use of fair value measurements.
SFAS No. 157 is effective for ﬁnan(:la]] statements issued for
fiscal years beginning after November '15 2007 and interim
penods within* those fiscal years. As of December 31, 2006, the
Company does not believe the adoptlon fof SFAS No. 157 will
impact the amounts reported in the statement of fmancial
condition. However, additional dlsclosures will be required about
the inputs used to develop the measurements of fair value and the
effect of certain of the measurements reported in the statement of
income for a fiscal period. l
: |
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| Summa_ry of Business and Significant Accountin

NafinSa, Securit

|
On July 13, 2006, the FASB released FASB Interpretation No. 48,
“Accounting for Uncertainty in Incon}e Taxes” " (“FIN 487).
FIN 48 provides guidance for how uncertam tax positions should
be recognized, measured, presented and dlSClO sed in the statement
~of financial condition. FIN 48 requires |the evaluation of tax
positions taken or expected to be taken in|the course of preparmg
the Company's tax returns to deterrine whcther the tax positions
are “more-likely-than-not” of being Sustamed by the applicable
tax authority. Tax positions not deemed to meet the more-likely-
 than-not threshold would be recorded as a tax benefit or expense
in the current year. Ad0pt10n of FIN 48%is |requmad for fiscal years
begmnmg after December 15,-2006 and is to be applied to all opei
‘ tax years as of the effective ‘date. At tlns tlme ‘management 1s
evaluatmg the, 1mphcat10ns of, FIN 48 'and its impact in the
statement of financial condition has not’ yet been determuned. As
of 'December 31 2006 the Company ldoes not believe the
adoption of FIN 43 will 1mpac_:t the. amounts reported i the
financial statements. !

t '
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2.

-

Receivable From
and Deposit with
Clearing Broker

Regulatory Net
Capital
Requirement

"Related Party

Transactions

|
The Company clears all customer transactions through another
U.S. securities broker on a fully disclosed basis. Receivable from
clearing broker represents amounts due from that firm. '

The Company has agreed to indemnify its clearing broker for
losses that may be sustained as a result; of the failure of the
Company’s customers to satisfy their obhgatlons in connection
with their securities transactions. No such losses arose during the
year ended December 31 2006. }

As part of this agreement with its clearmg broker, the Company
maintains a good faith deposit of $299;216, which is reflected .in
the statement of financial condition as [deposit with clearing
broker. The deposit with the clearmg broker consists of a U.S.
Treasury bill.
' J
As a broker-dealer, the Company ts subject to the Securities and
Exchange Commission’s Uniform Net |Cap1tal Rule (“SEC
Rule 15¢3-17), which requires the mamtenance of minimum net
capital and requires that the ratio of aggregate indebtedness to net
capital, both as defined, shall not exceed |15 to 1. The rule also
provides -that equity capital may not be withdrawn or cash
dividends paid if the resulting ratio would exceed 10 to 1. At
December 31, 2006, the Company’s regulatory net capital was
$1,251,395, which exceeded the required regulatory net capital by
$1,151,395. The Company’s ratio of aggregate indebtedness to
regulatory net capital at December 31, 2006 was .02 to L.

!

The Company enters into securities transactions with NAFIN and
its subsidiaries in the normal course of busmess

The Company maintains an Adnnmstrat]ve Service Agreement
(“Agreement”) with the Parent. The Parent’ -provides the Company
with certain operational administrative services for which the

" Company is allocated its proportional cost.,




4.

5.

Income Taxes

Security Owned,
at Market Value

Nafinsa Securiti

Notes to Statement of Financial

The Company is a member of a consohdated group for Federal
income tax filing purposes. Accordmgly, the Company has a
Federal income tax sharing agreement w1th the Parent, which
makes required payments on behalf of the Company. In general,
under the terms of the agreement, the Cornpany owes the Parent
an amount equal to the Federal income ta:’( computed annually on
a separate company basis. At December, 31, 2006, no amounts
were owed to the Parent under the terms of the agreement due to
the consolidated group’s net operating loss (“NOL”). State and
local tax returns are filed on a separate company basis. In 2006,
the Company was required fo pay its state and local taxes on the
basis of capltal rather than'income. - :

At December 31, 2006, the Company has an NOL canyforward
for Federal income' tax 'purposes totalmg approximately
$6,483,000. The carryforward is available|to offset future taxable
income and will.expire during the years 2010 through 2022 if not
utilized: For financial statement reporting purposes a deferred tax
asset of approximately $2,935,000 related to the NOL
carryforwards has been fully offset with a valuation allowance, as
the realization of this deferred tax asset is dependent on the
Company generating future taxable i mcome The deferred tax asset
and the corresponding valuation allowance decreased by
approximately $149,000 in the current |year primarily due to
income earned during the current year.

+

The security owned at December 31, 2006 consisted of a U.S.

Treasury bill, with a maturity date of Febn;lary 8, 2007.

e i m e =




' ' BDO Seidman, LLP 330 Madison Avenue
Accountants and Consultants New York, New York 10017
> Telephone: (212} 885-8000

Fax: (212) 697-1299

Independent Auditors’ Report
on Internal Control Required -
by Securities and Exchange
Commission Rule 17a-5

Board of Directors
Nafinsa Securities, Inc.
New York, NY ;
! .

In planning and performing our audit of the financial staterm:—:ntsI of Nafinsa Securities,
Inc. (“Company™) for the year ended December 31, 2006, we" iconsidered its internal
control, including control activities for safeguarding securmes* in order to determine
our auditing procedures for the purpose of expressing our opinion on the financial

statements and not to provide assurance on the internal control. |

Also, as required by Rule 17a—5(g)(1) of the Securities and Exchange Commission
{(SEC), we have made a study of the practices and procedures followed by the Company
including tests of such practices and proceduries that we c0n51dered relevant to the
objectives stated in Rule 17a-5(g) in making the periodic computatzons of aggregate
indebtedness and net capital under Rule 17a-3(a)(11) and for dletermmmg compliance
with the exemptive provisions of Rule 15¢3-3. Because the Company does not carry
securities accounts for customers or perform custodial functions relating to customer
securities, we did not review the practices and procedures followed by the Company in
any of the following: !

1.  Making the periodic computations of aggregate indebtedness (or aggregate debits)
and net capital under Rule 17a-3(a)(11) and the 'reserve required by
Rule 15¢3-3(e). |

2. Making quarterly securities examinations, counts, verifications, and comparisons
and the recordation of differences required by Rule 17a-13.

3 ‘Complying with the requirements for prompt paymen’t for securities under
Section 8 ot Federal Reserve Regulation T of the Boald of Governors of the

Federal Reserve System. !
N

4.  Obtaining and maimtaining physical possession or control of all fully paid and
excess margin securities of customers as required by Rule 15¢3-3.

!
I

10°




P~ ’ BDO Seidman, LLP
I BDQ Accountants and Consultants

|
The management of the Company is responsible for establifshing and maintaining
internal control and the practices and procedures referred to in tlEe preceding paragraph.
In fuifilling this responsibility, estimates and judgments by management are required to-
assess the expected benefits and related costs of controls and of the practices and
procedures referred to in the preceding paragraph and to assess whether those practices
and procedures can be expected to achieve the SEC’s above-mentioned objectives. Two
of the objectives of internal control and the practices and pro:cedures are to provide
management with reasonable but not absolute assurance that assets for which the
Company has responsibility are safeguarded against loss from unauthorized use or
disposition and that transactions are executed in accordance with management’s
authorization and recorded properly to permit the preparation of financial statements m-
accordance with accounting principles generally accepted  in the United States of
America. Rule 17a-5(g) lists additional objectives of the practices and procedures listed
in the preceding paragraph. _ : ,

Because of inherent limitations in ‘internal control or the practices and procedures
referred to above, error or fraud may occur and not be detected.lA]so, projection of any
evaluation of them to future periods is subject to the risk that they may become
inadequate because of changes in conditions or that the effectiveness of their design and
operatlon may deteriorate. i

Our consideration of internal control would not necessarlly dnsclose all matters in

" internal control that might be material weaknesses under stanclards established by the
American Instintte of Certified Public Accountants. A material weaknes< is a condition
in which the design or operation of the specific internal control components does not
reduce to a relatively low level the risk that the error or fraud in! amounts that would be
material in relation to the financial statements being audited may occur and not be
detected within a timely period by employees in the normal codrse of performing their
assigned functions. However, we noted no matters involving internal control, including
control activities for safeguarding securities, that we consider to be material weaknesses
as defined above.

We understand that practices and procedureq that accomplish the objectives referred to
- 1in the second paragraph of this report are considered by the SEC to be adequate for its
purposes in accordance with the Securities Exchange Act] of 1934 and related
regulations, and that practices and procedures that do not accomplish such objectives in
all material respects indicate a material inadequacy for such purposes. Based on this
understanding and on our study, we believe that the Company’s practices and
procedures were adequate at December 31, 2006, to meet the SEC’s objectives.

1




9 ” BDO Seidman, LLP
I B DQ ' Accountants and Consultants

This report is intended solely for the use of the Board of Direclztors, management, the
Securities and Exchange Commission, and other regulatory lagencies that rely on
Rule 17a-5(g) under the Securities Exchange Act of 1934 m their regulation of
registered brokers and dealers, and is not intended to be and should not be used by
anyone other than these specified parties.

. RQo &M Ny

. Certified Public Accountants

New York, New York !

January 22, 2007 !




